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Media and communication studies enjoy a solid tradition in Latin America. Even though the
region played an important role during the international debate that took place in 1980, with
the MacBride report and the discussions on the unequal distribution of symbolic goods, Latin
America still lacks works that analyse the development of the structure and concentration of
its own cultural industries.

In times when Latin America is going through a period of governance with elected authorities
in free elections, albeit not without difficulties and conflicts, the absence of a systematic
research on the structure of the information, communication and cultural industries in the
region stands out as the highest deficit of the democratic exercise; particularly when
democracy is based on freedom of expression and free circulation of ideas, informations and
exchanges between the different peoples.

This work attempts to give an account of the structure and process of concentration in the
cultural industries and the telecommunications sector in Latin America. Our initial diganose is
that there is a lack of basic information and knowledge on the structure of the Latin American
cultural industries. In particular there is an absence of certifiable, objective facts on the degree
of the concentration of property that these industries have achieved. For this reason the
purpose of the first research was to create a database (based on the year 2000). Currently
we’re embarked with my colleague Martin Becerra on a second stage of the search with
updated facts from 2004, which will allow us to trace patterns and trends. Finally a third stage
will be devoted to the design of a methodology to build a relationship between concentration
of property, media content and the diversity and quality of information. Unfortunately, the
difficulties we're encountering to find the facts for 2004 has slowed down the drafting of the
second report. For this reason today | will present only the general trends and patterns.

Sociopolitical context and methodological difficulties

In general terms during the last decade of the twentieth century the dominant policies were
inspired in neoliberal ideas, framed by the Washington Consensus. This stimulated a peculiar
opening of markets, the liberalisation of financial networks and the privatisation of important
State assets. The info-communications sector was not exempt from the embrace of these
policies. During the decade of the 1990°s several media and telecommunication companies
were privatised, and the private initiative expanded to all the cultural industries. At the same
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time, Latin American economies began to stagnate. This in turn became worse with the severe
economic crises of the second half of the 90's in Argentina, Brazil, Ecuador, Mexico and
Uruguay. In most Latin American countries the decade of the nineties was home to one of the
worst trends in the unequal distribution of wealth.

The rise of inequality was evidenced with the unequal access to symbolic goods. One of the
keys for the configuration of modern democracies is the guarantee to the participation of the
citizenry in laying down the settings for the social circulation of messages. This allows for the
access of society to a wide and varied range of cultural products and diverse opinions. The
concentration of property in the media limits this range and there are many examples of State
interventions aiming at promoting pluralism, specially through two means. Firstly, through
the sanctioning of laws to limit the concentration of property of cultural companies; secondly
by granting subsidies to stimulate the development of new businesses. State interventionism
in the cultural markets has been registered before the nineteenth century, when the industrial
scale of culture began to crystallise in Europe. Public Service Broadcasting companies and
national cinema agencies represent the criteria of certain hegemonic sectors which do not
believe in leaving the public opinion market exclusively in private hands.

One must also consider that not only the diversity of property guarantees pluralism.
Mechanisms for the development of a wider range of contents and for the representation of
different identities, traditions and practices must also be assured. The diversity of content in
the media represents a central mirror of political and cultural pluralism in a given society.

Facing the need to have adequate information on the structure of the cultural industries in
order to design a democratic cultural policy, we encountered great difficulties to obtain the
data on the industries that form the info-communication sector in Latin America. This
becomes worse when one tries to find economic indicators of the perfomace of companies and
the groups that support them. When the time came to provide information about their
performance the players in charge of informing society became very opaque. For this reason
we decided during the first phase to work with data from 2000 as a reference. Even though the
dynamics of certain info-communication markets do not show the current state of affairs with
this data, the decision to concentrate the study on the year 2000 allowed to have consolidated
facts. The different sources and methods for obtaining information constitute another factor to
bear in mind when making comparisons. Finally, we must bear in mind another extended
feature of the region, which statistics tend to omit: the informal economy of symbolic goods
and the marketing of products outside the official circuit. Bearing all this in mind, I will now
proceed to provide further detail on the different concentration processes.

The problems behind concentration

The process of concentration of property in the media and the telecommunications sector has
become an important object of study. To feature this process | will proceed to summarise the
different perspectives.

Some authors analyse this with the objective of supporting the growth of companies, as they
have become important players for economic growth. For example, the Spanish Alfonso
Sanchez Tabernero and Miguel Carvajal (2002), relativise the concentration of media markets
by showing the limits of this phenomenon: a disproportionate growth can lead to paralysis.
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Even though the authors recognise that concentration of power can be an obstacle to free
competition and the free exchange of ideas by serving the political interests of government
leaders which can exercise pressure on them, they also point out that it is not convenient to
stop the processes of growth, as this detracts innovation and penalises success.

The critical school has accused concentration processes in property. Ben Bagdikian (1986) for
example shows how the media owners promote their values and interests. Their interference
with editorial practices is direct or indirect whenever there is a rewriting of a text. The
concentration ownership, at the hands of the dominant economic sectors, tend to difficult the
expression of critical voices of the system. These positions have been adapted in Latin
America by authors such as Antonio Pasquali or Luis Ramiro Beltran, which have planted the
need to establish National Communication Policies to limit concentration.

Beyond Latin America there are other perpectives which put forward the need of critically
revising the phenomena of property concentration, as well as understanding the economic
grounds behind the development of the media. From this pluralistic point of view, the Scottish
researcher Gillian Doyle (2002) synthesises in a detailed study two types of postures. On the
one hand, the economic arguments which tend to favour a more liberal approximation to the
problem with some level of concentration. On the other, Doyle studies the positions that focus
on society’s and citizens’ needs, as well as political pluralism and cultural diversity. Doyle
thinks that the regulation of property must serve to stop concentration because it might
become a risk for democracy and the political system. But, at the same time, the regulators
must help the industry capitalise in technological developments and efficient financial
management.

The political perspective and the question of pluralism

In this point we’re considering the phenomenon of concentration of property from its
sociopolitical and cultural implications. It must be stressed that there is very little empirical
research due to the fact that it is a very difficult task to isolate the role played by the property
model, its effects on the contents offered to the public and the effects produced by those
media messages.

The safeguard to pluralism has been historically defined through the diversity of the media
and the public expression of different political definitions. This right must not only guarantee
a non-oligopolical structure of property, but it must also promote a multipilicity of contents in
the media. This diversity of owners and contents must be reflected at all relevant levels:
political, cultural and linguistic.

If diversity guarantees pluralism, concentration processes generally imply the reduction of the
number of owners, the contraction of voices and less overall diversity. Nevertheless, this
relationship must not be considered in an absolute way. As Doyle (2002) points out, in some
cases the structural growth of cultural companies might be beneficial. An example of this are
the small markets where only a few organisations would have the conditions to produce and
innovate. In this way, the issue of pluralism should be analysed using other variables, such as
market size and availability of resources.
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The Latin American countries with stronger cultural markets such as Brazil, Mexico or
Argentina are in better conditions to generate a more diversified cultural production than
countries with smaller markets. For these last ones, it is vitally important to consider the
availability of subsidies and grants towards local production to offset the foreign one, which
is usually cheaper. In these cases a dilemma might rise between the diversity of suppliers
(owners) and contents.

Yet, in general terms it can be observed that the number of operators is a determining
condition for pluralism. It is a difficult idea to accept that the diversity of property must be
sacrificed to ensure the diversity of contents. But it is vital to discuss how the resources are
managed and which are the tolerable limits to property and contents. It is on this point where
politics and the market become entwined.

The economic perspective and the question of efficiency

The arrival and development of the new Information and Communication Technologies
provoked a semblance of diversity as the historical entrance barriers were destroyed. The
expansion of the Internet also brought the existence of new players. Nevertheless, despite an
apparently favourable context for competition, this period saw the consolidation of the main
communication groups. It was also the period with the highest registry of media concentration
and centralisation of the info-communication markets.

This situation has supposed a challenge for the communication regulators, which, in most
cases do not have the necessary capacity to face these changes. Generally speaking, there is a
confrontation between the policies designed by international organisations such as the WTO,
which stimulate the international liberalisation of the communications market and pressures in
the national contexts to de-regulate conventional media. The objective is to stimulate the
growth of local groups, so that they can compete with the international ones. In this way, the
Demer paradox (quoted in Doyle, 2002) is fulfilled. Its states that “the global intensification
of competition in the long run ends up in less competition”.

In very practical terms, the weakening of the existing frontiers between the different media
markets and their products (thanks to convergence), and the national markets (thanks to
technological development and the actions of different regional blocks) shows that the
competetive behaviour of the players is far from ideal. Dumping practices destined to
eliminate competition, bottlenecks between production and distribution and the potential
control of oligopolies in the distribution of contents are all examples of this phenomenon.

The economic argument of allowing certain levels of concentration to reach an effective
balance between the market structure and the interests of the main companies, points at a
problem which must be approached, that is, the difficulty to limit the ideal size and structure
of a company, without having at the same time strategies that damage competition. The
Cultural Industries show a trend towards monopoly or oligopoly. But historically the
restrictions to the concentration of media have been more political than economic. It is for this
reason that when political arguments became relative, the anti-concentration measures tended
to relax themselves.
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From the fact that there is a potential efficiency gain with concentration it is implied that
policies on ownership and concentration attire important economic consequences. Yet, the
double economic and symbolic value of the cultural good must not be forgotten. Cultural
diversity and informative pluralism should also be considered factors for quality and
efficiency.

If an ownership policy would only be determined by economic considerations, the main
challenge for regulators would be to avoid potential efficiency losses, in an industry
characterised by economies of scale with an inclination towards the oligopoly. For this, it is
necessary to reintroduce the concept of cultural policy, destined to preserve pluralism and
diversity.

The concept of concentration

According to economic heterodoxia, the process of concentration of production implies that
there are less capitalists to control the means and forces of production, which in turn produce
more goods and thus raise the profit margins. This expansion of companies generates barriers
to the entry of new capital and investments and determines a second side of the process when
the mobility of capital disappears: the typical centralisation of capital of the concurrential
stage.

Concentration is the result of a process by where a particular set tends to raise the real or
absolute dimensions of its units (Miguel de Bustos, 1993: 101). The concept of centralisation
is therefore useful to refer to this assymetry and it implies the rise of power of a limited
number of companies or groups. These processes are inseparable, and with the idea of
concentration one refers to the double phenomena of concentration/centralisation.

This double phenomena is originated by the growth of companies based on two strategies: the
internal growth which takes place when new products are created to gain market share
through investment and accumulation, and the external growth which supposes the purchase
of active companies. Even though the demand of capital tends to be larger in this last case, it
has the advantage that the revenues are immediate and the risk is foreseeable. In the cultural
sector, both the internal and external growth shape three forms of concentration, which are
also present in other industries.

In the first place, one can recognise the “horizontal concentration” or the “monomedia
expansion”, which takes place when a firm expands itself with the objective of producing a
variety of products within a same branch. Secondly, the “integration or vertical expansion”
takes place when a company acquires other sectors of the supply and production chain, with
the objective of controlling different phases of production, from the raw materials to the
finished product, in order to reduce its costs and achieve a better supply system. Generally
speaking, this form of concentration allows the lowering of intermediation costs. The third
mode is “the diagonal or conglomeral_growth”. This one seeks to diversify itself beyond the
original sector of activity with the objective of reducing and compensating risks through the
creation of a synergy. According to Gillian Doyle (2002), evidence shows that the most
effective diagonal growth is that which seeks to share a common specialised content or a
common distribution strategy. A potential benefit of the conglomeral expansion is the
possibility of sharing the use of specialised resources (for example, members of the star
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system) and experiences in more than one product, specially if it can be rapidly and
inexpensively transformed into another product.

In a dynamic and international market, companies see themselves at many times at the
crossroads of growth, either to purchase smaller ones, or by becoming absorbed by
international groups. This classification of the different concentration patterns are purely for
analytical purposes, because in practice these three forms of concentration tend to overlap.
The multiplication of mergers and acquisitions of companies in the info-communication
sector has implied that the traditional structure of companies has given way to a structure
based on groups.

Evaluating concentration is another problematic area. There are different recognised methods
and indexes such as the “Index of relative enthropy”, or the “GINI Index” which can be
graphed with Lorenz’ curve, the “Four firm concentration ratio” (CR4) and the “Herfindahl-
Hirschmann Index” (HHI). In this research we used the CR4, or percentage of market
concentration of the four main companies in the sector’. The CR4 or Concentration Index will
allow us to measure the level of concentration enjoyed by the four main companies for each
market in two particular dimensions chosen for this occasion: turnover and consumption or
audience. Its application is simple and of proven efficacy and it allows to show in a
straightforward way the levels of concentration in the Cultural Industries, in spite of the
different national realities studied and the difficulties to obtain precise data, which was
mentioned previously.

Methodology of the fieldwork

In the first place, the economic structure of the cultural and telecommunications industries in
each country was evaluated with the objective of understanding the potential development of
each market, as well as to provide a framework of analysis of the concentration processes,
which would be later analysed.

To organise the analysis of the concentration of info-communication markets, the following
choice was made: press, radio, TV, paid TV (cable and satellite), basic telephony and mobile
telephony. This selection obeys their market flux quality, which also has a minor participation
of the “creative™ phase and with higher levels of industrialisation in all the stages of
production.

As it has been mentioned before, the “concentration ratio” is analysed from two variables:
turnover (to measure economic power) and audience share (to measure the impact between
audience and the public). Although one can suppose that both coefficients would tend to
coincide, it will be a matter of reflection when this does not happen.

The study of concentration in each market was completed with the analysis of the main media
and communication groups in each country. The aim of this was to do a comparative research

! Juan Carlos de Miguel (1993: 103-105) presents a detailed analysis of these indexes.

2 When referring to the creative phase we mean the importance of the initial intelectual phase of cultural work,
which for its own intrinsic characteristics is more difficult to industrialise.
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that would transcend the fragmented analysis of markets and which would collect information
on the different concentration trends at a vertical, horizontal and conglomerate level.

Empirical research

The following pages present a synthesis that organises and compares the information
collected in the different countries. The research had three phases: a study of the market
structure; an evaluation of the concentration levels and ellaboration of a Concentration Index
(Cl); and lastly, an analysis of the main info-communication groups. Once the information
was organised and partial conclusions were reached, the research attempts to find the binding
links between the outcomes of the work and its stages.

Structure of the Cultural Industries and the telecommunications

The structure of the info-communication markets in Latin America shows important
contradictions. On the one hand, since the decade of the 1990’s, it went through important
transformations which in most cases implied the sales of companies and assets owned by
national states. According to the leaders of these policies, the opening of the markets would
enable their expansion and would stimulate the access of important levels of the population to
the consumption of technologies and cultural goods which, until then, had been out of their
reach.

Nevertheless, parallel to this transformation, statistics show that in most countries, income
inequality distribution got worse. This extremely unequal social structure maintains vast
sectors of the population excluded from the access to basic goods and services. Even though
some indexes of technological access showed growth, one can also see that the possibility of
diversified cultural consumption was limited to a minority, enlarging the social and cultural
fracture according to the type of access of different sectors to symbolic goods.

Within this framework, the main growth of access was verified in the telephonic sector,
specially in the mobile one, while mass cultural consumption was mainly related to those
industries which do not imply direct payment, such as radio and TV.

With its open, embracing tone, TV is the medium that attracted the largest amounts of
investment through advertising, followed by the press. TV is the sector with the largest
turnover in the cultural industries and the most important in economic terms.

The cultural industries which imply a direct payment for its consumption, such as books,
music, cinema and paid TV present, in most cases, a low turnover and a very restricted access.

Finally, even though the telecommunnications sector experienced a strong growth during the
decade of the 1990’s, the indexes of service penetration are low in comparison with those in
Europe or the United States. In any case, telephony sector is the most important of the info-
communications and in most cases its volume of turnover is higher than the total turnover the
other cultural industries. (See Table 1).
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Table 1: Turnover of the cultural industries and telecommunications in the region (in millions

of US dollars)

Cultural Ind.  |Ranking |Telecommunications |Ranking |Total Ranking
Argentina $4.741 3 $7.830 3 $12571 3
Bolivia $ 56 10 $ 137 10] $194 10
Brazil $10.526 1 $ 27.666 1) $38.192 1
Colombia $1.295 5 $2.541 5| $3.836 5
Chile $ 992 6 $1.544 6| $2.536 6
Ecuador $125 9 $ 360 9] $485 9
Mexico $4.972 2 $14.215 2| $19.187 2
Peru $ 888 7 $1.211 7 $2.099 7
Uruguay $ 450 8 $ 907 8| $1.357 8
Venezuela $1.955 4 $3.901 4] $5.856 4

Table 1 shows the great disparity in the size of the region’s cultural industries and
telecommunications. The Brazilian telecommunnications industry (basic and mobile
telephony, Internet) amounts to 85% of all the telecommunications in the other countries. In
the case of the cultural industries (books, music, press, radio, TV and paid TV) the Brazilian
market amounts to 68% of those in the rest of the countries when added up. There is a marked
contrast between Brazil and Bolivia.

According to total sales, the countries which in 2000° had a turnover of more than 10.000
million US dollars were Brazil, Mexico and Argentina. In an intermediate zone the countries
which had a turnover of between 1.000 and 10.000 US dollars were Venezuela, Colombia,
Chile, Peru and Uruguay. There are two countries where total turnover of the sector did not
amount to 1.000 US dollars anually, those were Bolivia and Ecuador. Regarding this issue,
the wide range of samples and sources from which these facts were obtained should also
make this comparison more relative, although the work of validation carried out by experts
and country specialists allow to use this is a sufficiently representative sample of the region’s
main trends.

In terms of access, there is a varied landscape in the different countries. As has been said
before, one can see the daily free presence of radio and TV in Latin American homes.
Practically there is one TV set and two radio sets per household. The countries which have a
greater access to radio are Argentina and Uruguay; in the case of TV it is Brazil and Chile.
Bolivia has the lowest rate of access to radio and TV sets per inhabitant.

® It is worth mentioning that since 2000 many countries in teh region had to devaluate their currencies, for this
reason current figures are much lower.
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Regarding the editorial industries, the production of books and the sales of cinema tickets
exceeded the sales of records and compact discs. Even though this has not been an object of
this research, the music industry has been greatly affected by the growing trends of piracy.
Cinema and the book industry are also following suit.

At the same time, there are great differences between the cultural consumption of those
countries with an average of one book and one cinema ticket per inhabitant yearly, such as
Argentina and Mexico and to a lesser extent Chile and Uruguay, from those where the ratio is
less than one in ten inhabitants, as is the case in Bolivia and Ecuador. In all cases, the
consumption of these sectors is very low in comparison with that of central countries. In the
industries which imply a direct payment, more integrated social structures become decisive to
stimulate the access of goods and cultural services.

Paid TV is a very important sector in terms of turnover. It is a branch whose massive
development took place in the decade of the 1990’s in the region, consequently its economic
structure is directly related with the market and the payment of consumers. Due to its youth
and cost it is still the cultural industry with the lowest index of penetration.

Finally, the access to telecommunications services is still very low. Even though there was a
rise in the 1990’s, the numbers are still very low compared with those in central countries.
Paradoxically, or maybe not so much, Uruguay, the only country that still keeps a state
monopoly on basic telephony shows the highest telephonic index in Latin America. On the
other hand, in Bolivia, Ecuador and to a lesser extent Peru, the availability of telephones in
households is reduced to a very low percentage. The scarce development of basic telephony
has promoted the growth of celular telephony in the last years. In Bolivia, Chile, Mexico and
Venezuela, already in the year 2000 there were more mobile than fixed lines, a situation that
since then has become extended to other countries in the region.

An important reference for the analysis of per capita levels of access in the cultural industries
is the Index for Human Development elaborated by the United Nations Development
Programme. Table 2 compares the position in this index with the levels of per capita access in
three of the analysed markets. For the sake of representation the sample takes into account a
market sector with discontinuous edition (cinema), another from the audovisual sector but
continuous (TV) and finally a third one with the telecommunications (basic telephony) sector.
We have verified that there is an important correspondence between the Index for Human
Development and the levels of access to goods and services of the info-communication sector
in Latin America. In fact, the positions coincide in most cases in both lists. The basic
peculiarity is the high level of relative access to TV in Brazil, which determines much higher
position than that obtained through the Index of the United Nations.

In general terms, the total access depends on the quantity of inhabitants in each country, while
the relative access per inhabitant depends on the social structure of those countries.
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Table 2: United Nations Development Programme ranking and per capita access

UNDP ranking Cinema tickets sold in [TV sets p/ 1000 | Telephone lines p/| Average
T 1 year p/1000 inhab. inhab. 1000 inhab.

1. Argentina (35) 1(927) 4 (258) 2 (233) 1
2. Chile (38) 4 (751) 2 (278) 4 (217) 2
3. Uruguay (39) 3 (787) 6 (239) 1(272) 2
4. Mexico (55) 2 (926) 3 (264) 6 (127) 4
5. Venezuela (65) 5 (553) 7 (193) 5 (166) 6
6. Colombia (68) 8 (406) 7 (193) 5 (166) 7
7. Brazil (74) 7 (412) 1 (343) 3 (226) 4
8. Peru (80) 6 (478) 9 (118) 8 (875 8
9. Ecuador (91) 10 (87) 5 (240) 10 (67) 9
10. Bolivia (114) 9 (170) 10 (106) 9 (68) 10

Chart 1: Access to the info-communications sector per 1.000 habitants in the region

Argentina | Bolivia Brazil Colombia Chile Ecuador | Mexico Peru | Uruguay |Venezue
la

Books n/r 72 1.968 519 n/r 55[ 1.080 185 n/r 879
Records 416 n/r 612 309 440 2 687 75 180 29
Cinema 927 170 412 406 751 87 926 478 787 553
Press 15.183| 5.703 16.944 7.900 22.878| 17.041] 6.302 10.293| 6.656 26
Radio 677 135 244 456 181 343 332 256 603 182
TV 258 106 343 193 278 240 264 118 239 193
Paid TV 149 5 18 15 52 22 33 13 103 32
Basic Tel. 233 68 226 166 217 67 127 75 272 107
Mobile 180 100 137 53 224 58 144 52 124 225
Tel.
Internet 27 1 58 21 39 8 26 6 121 13
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Chart 2: Total access to the info-communications sector

Total

Argentina Bolivia Brazil Colombia Chile Ecuador Mexico Peru Uruguay Venezuela

Access

BOOkS n/r 597.284 334.200.000 21.981.573 n/r 625.000 105.281.237 4.810.000 n/r 21.271.000
Records 15.057.177 n/r 104.000.000 13.066.000 6.690.846 27.153 67.000.000 1.956.659 595.644 700.000
Cinema 33.572.678 1.405.743 69.954.396 17.200.000 11.420.682 1.040.250 90.229.000 12.400.000 2.597.902 13.384.873
Press 550.000.00 47.190.000 2.877.000.000 334.321.218 348.000.000 202.940.000 614.295.000 267.000.000 21.964956 632.436
Radio 24.516.000 1.116.149 41.500.000 21.000.000 2.748.437 4.088.000 32.340.000 6.650.000 1.990.000 4.405.802
TV 9.345.780 875.978 58.200.000 8.181.160 4.222.133 2.857.920 25.734.000 3.060.000 788.700 4.661.215
Pa'd TV 5.400.000 44.621 3.131.000 624.927 787.961 257.230 2.889.000 320.621 339.789 778.904
BaSiC Te' 8.450.920 563.941 38.300.000 7.027.467 3.302.506 797.891 12.331.652 1.945.450 896.849 2.598.415
MObile Te' 6.511.951 827.676 23.200.000 2.256.800 3.401.525 690.711 14.081.479 1.339.677 410.787 5.447.172
Internet 978.047 8.274 9.848.352 878.000 586.195 95.270 2.568.783 155.636 400.000 304.769
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If one compares turnover volumes instead of access, the situation of countries and
industries does not vary much. One can highlight three countries for the highest
turnover figures: in the first place, Brazil and considerably further away Mexico and
Argentina. Ecuador and Bolivia are the countries with the lowest turnover in all the
info-communications industries. If one considers turnover per inhabitant, Argentina and
Uruguay each one lead three industries, while Venezuela leads in two cases and Brazil
in the remaining one.

Even though in this case one can establish a relationship between the level of turnover
every 1.000 inhabitants, and the index of human development of the United Nations,
there are markets that due to particular mechanisms have original features. This is the
case of advertising investment in VVenezuelan TV, with higher figures than in the other
countries. In Venezuela, the take-off of mobile telephony was earlier than in other
countries. In general terms, the United Nations Index allows for an interpretation where
in a situation of relative social and cultural welfare, the development of cultural
industries is favoured. When this is combiend with larger markets, it stimulates the
formation of economies of scale, where these markets can then reach a more solid
economic structure.

TV is without any doubts, the main cultural industry for its turnover volume, which in
the region come mostly from advertising, while paid TV has a variable economic
dimension according to the country. Due to the high levels reached by Argentina and
Brazil, it occupies a fifth place on turnover. The book, radio, cinema and music sectors
respectively occupy the following places in terms of turnover. Telephony brings the
highest levels of turnover, showing an economic dimension that is substantially higher
than in the rest of the analysed branches. In the case of cinema, it must be highlighted
that being one of the least important in terms of turnover, it is the only one which has
achieved a sustained and legitimated economic support from the State for its
development.

When connecting per capita turnover in the info-communications sector with the
countries’ position in the human development index of the United Nations, there is a
perfect coincidence between those which occupy the first five places and those which
occupy the last five ones.

Table 3: relationship between the UNDP Index and turnover

UNDP ranking | Cinema. TV Basic Tel. Average*
Year: 2000
Turnover p/cap., | Turnover p/cap., | Turnover p/cap.,
p/year. (U$S) plyear. (U$S) plyear. (U$S)
1. Argentina (35) 1(4,55) 2 (29,45) 2 (144,62)
2. Chile ((38) 3(3,29) 6 (19,52) 6 (55,69)

* The results are presented in terms of average
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3. Uruguay (39) 2 (4,48) 4 (22,73) 1(227,17) 2
4. Mexico (55) 4 (2,52) 5 (20,38) 4 (113,51) 4
5. Venezuela (65) 5 (1,70) 1(43,47) 5 (82,51) 3
6. Colombia (68) 8 ((0,71) 8 (14,13) 7 (47,94) 8
7. Brazil (74) 6 (1,22) 7 (18,91) 3 (113,55) 6
8. Peru (80) 7 (1,93) 3 (25,74) 8 (34,96) 7
9. Ecuador (91) 9 (0,28) n/r 9 (16,13) 9
10. Bolivia (114) nlr 9 (4,05) 10 (11,76) 10

When analysing the economic relevance of the sector in relation to the Gross Domestic
Product, it becomes quite clear that its activities are becoming more and more central to
national economic structures. It is not daring to state that the contribution of the cultural
industries to the Gross Domestic Product reaches 2% on a regional average, although in
the Uruguayan case it is higher. The telecommunications sector has a greater economic
incidence, and in many cases it exceds 3% of the GDP. So, if we add up the cultural
industries and telecommunications as the main activities that shape the info-
communications sector, it is clear that in 2000 its general economic relevance was 5%
of the GDP in these countries.

Table 4: Percentage of the info-comunications sector in terms of Gros Domestic Product

Cultural Ind. Telecom. |Total
Argentina 1,67 2,75 4,42
Bolivia 0,69 169 2,38
Brazil 1,77 4,64 6,41
Colombia 1,56 3,05 4,61
Chile 1,43 2,23 3,66
Ecuador 0,79 2,26| 3,05
Mexico 0,86 245 3,31
Peru 1,58 2,15 3,73
Uruguay 2,24 453| 6,77
Venezuela 1,62 3,24| 4,86
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An essential socio-economic value of these industries, which could not be taken into
account in this study, is the relationship between the info-communications industries
and their potential to generate jobs.

From the compared analysis between the whole set of info-communications industries
in Latin America, we established a country classification taking into account the main
variables which have structured this report: the levels of turnover, access to goods and
size of the market, together with the United Nations” Human Development Index.
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Chart 3: Total turnover

Total  turnover (in| Argentina | Bolivia Brazil Colombia Chile Ecuador Mexico Peru Uruguay | Venezuela
millions of US dollars)

Books $ 450,00 n/r]  $1.053,69 $100,57| $140,00 $ 11,25 $576,50 $ 48,55 $37,60 $ 71,64
Records $ 174,00 n/r $ 678,12 $ 98,29 $ 38,49 $0,35 $104,36 $30,10 $ 23,20 $95,90
Cinema $164,95 §$3.,10 $206,99 $30,13 $50,00 $3,33 $ 245,68 $ 28,65 $ 14,80 $41,18
Press (advertising) $654,000 $4,50 $3.277,16 $203,000 $169,09 $ 81,18 $ 541,00 $95,39 $ 49,00 $ 343,00
Radio (advertising) $231,60] $13,36 $ 352,86 $ 167,00 $49,37 $23,18 $ 530,00 $31,57 $ 12,40 $ 52,00
TV (advertising) $1.066,70| $33,51 $3.211,00 $598,00 $297,00 n/r]  §$1.987,00 $53,88 $ 75,000 $1.052,00
Paid TV $2.000,00]  $2,18 $ 1.746,00 $97,58] $248,00 $ 6,20 §$ 987,00 n/r|  $238,00 $229,60
Basic Tel. $5.238,00] $97.28| $19.279,00] $2.028,94| $847,11| $192,00] $11.065,00 $887,96] §749,50| $1.996,86
Mobile Tel. $2.477,00] $40,38 $ 8.387,00 $396,02] $695,50] $168,000 $3.150,00] $323,43| $117,30] $1.90391
Chart 4: Turnover per inhabitant

Turnover - per capita| Argentina | Bolivia Brazil Colombia Chile Ecuador Mexico Peru Uruguay | Venezuela
(US dollars)

Books $12,42 n/r $6,21 $2,38 $9,20 $0,95 §$591 $1,91 $11,39 $2,96
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Records $4,80 n/r $3,99 $232 $2,53 $ 0,03 $1,07 $1,19 $ 7,03 $3,96
Cinema $4,55] §$0,37 §1,22 $0,71 $3,29 $ 0,28 $2,52 $1,13 $4,48 $1,70
Press (advertising) $18,06) $0,54 $ 19,30 $4.,80 $11,12 $6,82 $5,55 $3,76 $ 14,85 $14,17
Radio (advertising) $6,39 §1,62 $2,08 $3,95 $3,25 $1,95 $5.44 $ 1,24 $3,76 $2,15
TV (advertising) $2945] $4,05 $ 18,91 $14,13 $19,52 n/r $20,38 $ 25,74 $22,73 $ 43,47
Paid TV §5522] $0,26 $10,28 §$231 $16,30 $0,52 $10,12 n/r $ 72,12 $12.38
Basic Tel. §144,62] $11,76 § 113,55 $47,94 $ 55,69 $16,13 $ 113,51 $3496| $227,12 § 82,51
Mobile Tel. $6839] $4,88 $ 49,40 $9,36 $45,72 §14,12 $32,11 $12,73 $35,55 $ 78,67
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In this regional context, one can distinguish three stages in the development of the
cultural industries: those with a consolidated development, those with a potential
development and those with scarce development. Among the consolidated info-
communications industries we identified those of the countries which had reached a
level of turnover beyond the medium. In those of potential development we identified
those whose level of turnover and access were close to the average. Finally, amongst
the industries with scarce development we classified those countries whose info-
communications industries show a low turnover in relative terms.

The first group of consolidated industries has Brazil, Mexico and Argentina, where the
first two countries present a picture on their own. Both Brazil and Mexico have
populations that exceed one hundred million inhabitants, a determining factor for the
consolidation of economies of scale. Yet, in these countries, the inhabitants’ access to
these info-communication goods and services is still limited by high levels of social
inequality and a relatively low position in the human development ranking of the United
Nations. These markets are prone to enlargement, with a very interesting potential for
growth. The Argentine case is very different. For one, its population is ostensibly
smaller and with a low demographic growth. Its info-communications industries are
consolidated thanks to its socio-economic structure which has allowed an important part
of its thirty six million inhabitants to form part of the market.

Four other countries are located in the area of potential development: Colombia,
Venezuela, Chile and Uruguay. The case of Chile and Uruguay is noteworthy due to the
important participation of its population in the consumption of info-communications,
but as they are small markets this difficults the emergence of economies of scale. Both
countries also show the largest growth in relative access to the info-communications
industries. Finally, in the cases of Peru, Ecuador and Bolivia, the situation of the info-
communications industries are much less developed than in the other countries.

Table 5: classification of countries in terms of market structure

On market size On levels of access
Consolidated Industries Brazil Argentina
Mexico
Potential development Colombia Chile
Venezuela Uruguay
Scarce development Peru Bolivia
Ecuador
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In general terms, one can see that the market on its own does not seem to comply in an
efficient way with the allocation and distribution of goods, resources and services in the
info-communications sector. In this sense, all the indicators seem to point at State
interventionism if the aim is to stimulate access and even to help with the development
of markets.

Concentration in the info-communnications sector

The concentration processes of the media in Latin America are neither new nor
unknown. The birth of the radio in the decade of the twenties went hand in hand with a
commercial rationality, which naturally paved the way for the concentration of stations
and networks amongst relatively few players. Something similar happened with TV,
which mainly since the sixties in Latin America, saw the emergence of a model whose
interests were functional to the investments from TV networks of the United States.

In turn, telecommunications developed generally with strong investments from National
States. The decade of the nineties saw a process of privatisation of these assets which
determined that the telecommunications companies went under the control of private
hands, in most cases from abroad. The privatisation did not make them more
competitive, it was simply a passage from state monopolies to private oligopolies.

From the analysis of the levels of concentration reached by the first player and by the
first four players (charts 5 and 6) of each market in terms of turnover, it can be observed
that the radio is the least concentrated and basic telephony the most. The fact that the
region has two telephonic monopolies contributes to raising notably the concentration
indicator of the telephone sector. In fact, basic telephony does not seem to admit much
more than four operators in the regional market: the concentration index is nearly at its
maximum level. It is worth mentioning that in all cases, industries and countries, the
sum of the first four operators extends to more than 50% of the market.

Another issue is that the related industries of the telecommunications sector show high
concentration indexes, even more than in the content production industries. In these last
ones, TV and paid TV show a higher concentration than press and radio.

Brazil had the lowest Concentration Index in terms of turnover. Although Argentina and
Colombia have a very high CIndex, both are in an intermediate situation, with an
average of 0,75. Finally, in the cases of Peru, Chile, Venezuela and Uruguay, the
Concentration Index is very high, which determines an oligopolic structure of the info-
communications markets.
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When analysing the concentration index according to the number of subscribers,
audience or sales, one must consider that in the case of radio and TV many countries do
not have national audience polls to measure rating. For this reason the sample has only
taken into account the available data in the main cities. Another issue which could not
be taken into account in the research, was the retransmition of contents produced in the
main urban centres to smaller localities. If both these issues were contemplated, the
concentration index for radio and TV would rise considerably, being already very high.

A very important fact is that in press, radio and TV the concentration index for the first
player for audience/sales is much lower than that for turnover. This confirms that those
who dominate audience levels are benefited with higher advertising rates and larger
volumes.

If the Concentration Indexes are analysed in terms of turnover, Colombia comes out as
having the lowest Concentration Index, followed by Brazil and Argentina. Mexico and
Chile occupy the middle positions of the chart and Venezuela, Peru and particularly
Uruguay show above-average concentration indicators.

When considering the concentration index of the four main operators (Chart 8) it
becomes evident that with the exception of radio, the presence of the dominant
companies goes beyond 60% of the market. In TV and paid TV, as well as in mobile
telephony, the Concentration Index is between 0,8 and 0,9, which is very high in terms
of other industrial sectors.

Colombia registers the lowest Concentration Index when comparing
audience/subscribers of the first four operators, followed by Mexico and Brazil. The
size of the markets play strongly in favour of higher levels of diversity. Peru, Chile,
Venezuela and Argentina have the highest concentration indicators, but Uruguay shows
the highest Concentration Index of all, and it is the only example where the markets
average 0,9.

After a first quantitative approximation to the concentration of ownership in the info-
communications sector, we must attempt at relating the data with other variables that
have been considered during this research. It has rapidly been proved that there was no
correspondence between the levels of concentration and the human development index
of the United Nations Development Programme.
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Chart 5: Concentration Index in the first operator in terms of turnover

Concentration Index

First Player

Turnover Argentina | Bolivia Brazil Colombia | Chile Mexico | Peru Uruguay | Venezuela | Average
Press n/r n/r 0,08 0,50 n/r n/r 0,57 n/r n/r 0,38
Radio n/r n/r 0,05 0,41 n/r n/r 0,27 n/r n/r 0,24
Television 0,25 n/r 0,33 0,37 0,33 n/r 0,38 0,33 n/r 0,33
Paid TV 0,24 n/r 0,48 0,17 n/r 0,10 n/r 0,44 0,47 0,32
Basic Tel. 0,45 n/r 0,29 0,35 0,91 0,98 1,00 1,00 1,00 0,75
Mobile Tel 0,35 n/r 0,33 0,50 0,46 n/r n/r n/r n/r 0,41
Internet 0,31 n/r n/r 0,36 0,00 n/r n/r 0,65 0,65 0,49
Average 0,32 - 0,26 0,38 0,57 0,54 0,56 0,61 0,71
Chart 6: Concentration Index of the first four operators in terms of turnover

Concentration Index | Argentina | Bolivia Brazil Colombia | Chile Mexico | Peru Uruguay | Venezuela | Average
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1¥ 4 Players

Turnover

Prensa n/r n/r 0,26 0,75 n/r n/r 0,83 n/r n/r 0,61
Radio n/r n/r 0,12 091 n/r n/r 0,66 n/r n/r 0,56
Television 0,47 n/r 0,46 0,75 0,76 n/r 0,87 0,96 n/r 0,71
Paid TV 0,62 n/r 0,78 0,60 n/r n/r n/r 1,00 0,80 0,76
Basic Tel. 0,84 n/r 0,95 0,74 1,00 0,98 1,00 1,00 1,00 0,94
Mobile Tel. 1,00 n/r 0,78 1,00 1,00 n/r n/r 1,00 1,00 0,83
Internet 0,75 n/r n/r 0,66 n/r n/r n/r 0,78 0,76 0,74
Average 0,74 - 0,56 0,77 0,92 0,98 0,84 0,95 0,89
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Chart 7: Concentration Index of the first player in terms of subscribers, sales or audience

First player

Audience

subscriptions Argentina [ Bolivia Brazil Colombia | Chile Mexico | Peru Uruguay |Venezuela | Average
Prensa 0,30 0,26 0,11 0,32 0,26 0,16 0,20 0,61 0,21 0,27
Radio 0,11 n/r n/r 0,03 0,08 0,08 0,15 0,15 0,15 0,11
Television 0,36 0,31 0,54 0,30 0,30 0,30 0,35 0,33 0,34 0,35
Paid TV 0,32 n/r 0,47 0,28 0,52 0,29 0,92 0,44 0,37 0,44
Basic Tel. 0,56 n/r 0,31 0,29 0,83 0,98 1,00 1,00 1,00 0,75
Mobile Tel. 0,31 n/r 0,19 0,46 0,37 0,74 0,67 0,69 n/r 0,49
Internet n/r n/r 0,24 n/r n/r n/r n/r 0,94 0,94 0,71
Average 0,33 0,29 0,31 0,28 0,40 0,43 0,55 0,59 0,50
Chart 8: Concentration Index of the first four players in in terms of subscribers, sales or audience

1st 4 players

Audience

subscriptions Argentina | Bolivia Brazil Colombia | Chile Mexico | Peru Uruguay | Venezuela | Average
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Prensa 0,64 0,70 0,33 0,77 0,75 0,45 0,32 0,94 0,70 0,62
Radio 0,35 n/r n/r 0,10 0,30 0,30 0,36 0,37 0,37 0,31
Television 0,96 0,93 0,85 0,53 0,92 0,92 0,82 1,00 0,74 0,85
Paid TV 0,76 n/r 0,94 0,55 1,00 0,52 1,00 1,00 0,94 0,84
Basic Tel. 1,00 n/r 0,79 0,73 0,94 0,98 1,00 1,00 1,00 0,93
Mobile Tel. 1,00 n/r 0,44 1,00 0,73 n/r 1,00 1,00 1,00 0,88
Internet n/r n/r n/r n/r n/r n/r n/r 0,97 0,93 0,95
Average 0,78 0,82 0,67 0,61 0,77 0,63 0,75 0,90 0,81

International Symposium “Transformations in the Cultural and Media Industries”

23







structure in which it takes place and the strategies of the info-communications groups,
beyond their particular participation in each market. In this sense, the main findings are
the following:

a) the structure of the analysed markets shows a double backwardness, both in terms of
the use of technologies, as well as the structural exclusion of vast social sectors to the
access of basic goods and services in the information society. In general terms it was
proved that there is a relationship between the levels of access to goods and services of
the info-communications sector and the Human Development Index of the United
Nations Development Programme.

b) considerable levels of ownership concentration were verified in all the analysed
markets. The telecommunications sector and paid TV registered the highest levels of
concentration and the radio the highest number of players. In all countries the
dominance in sales/audience/subscribers, as well as the level of turnover of the four
biggest companies in each sector is high, and it goes from 40% in the case of radio to
95% in basic and mobile telephony. It was also verified that the largest countries (both
in terms of population and Gross Domestic Product) present concentration indicators
which are much more controlled than in smaller markets.

c) the existence of a number of large communications groups in Argentina, Brazil,
Mexico and Venezuela and the growth of new groups in Colombia. These tend to have a
dominant presence in most of the analysed markets, a fact that potentialises
concentration levels observed in the last point. As these groups are all originated in the
most populous countries, the multimedia structure compensates for the concentration
indexes which were registered previously. Generally speaking, these are groups made of
endogenous capital, although there are important foreign investments in the
telecommunications sector.

We are currently in the middle of the phase of collecting and processing facts from
2004, that will allow us to construct an updated comparative historical series of the
evolution of the different industries and info-communications players in the countries of
the region. Yet the following issues can be primarily advanced:

1) Firstly, in terms of modification of the structure of the markets the high growth
of mobile telephony is a fact that calls for attention. In 2000 the only country
with a mobile telephony market higher than the traditional one was Venezuela;
in 2004 only Peru and Uruguay registered a higher basic telephony market in
terms of users (Bolivia and Ecuador had not yet been processed). The other
countries (Mexico, Brazil and Argentina) show access indicators of mobile
telephony which in some cases duplicate those of basic telephony in the most
important markets (between three hundred and fifty to three hundred and
seventy lines of mobile telephony every 1000 inhabitants).
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2)

3)

4)

S)

6)

7)

8)

9)

The access to other industries, with the exception of the press, which in some
countries shows a moderate growth, is still low when Latin American countries
are compared with those of Europe or North America (except for Mexico).

The presence of groups and international players in media ownership continued
to grow in relation to the year 2000. A relevant example is that of the Spanish
Prisa Group, which in 2004 already had presence in the radio network of
Caracol in Colombia, it was starting its activities in Radio Continental in
Argentina and Radiopolis in Mexico (associated to Televisa), and in Chile
through its own group Grupo Latino de Radio. It is also present in the Bolivian
press.

Compared with the year 2000, two countries with powerful cultural industries in
relative terms, such as Brazil and Argentina, show declining turnover levels in
2004 in some of the industries. But this is conditioned by the monetary
devaluation of both currencies and the recovery of their economies to the level
of ‘96-°98, which was achieved in 2005. So 2004 can be considered a year of
transition, where the economic recovery of some of the cultural industries in
these countries is clear, although it does not reflect itself in the cold data of 2000
and 2004.

The Souther Cone countries still present the highest indicators of per capita
access and per capita turnover in the information and communication industries,
and in some cases, as per capita press access and turnover, the difference with
other parts of the region is substantial. In the Southern Cone, between 2000 and
2004 Chile exhibited a per capita growth of access and turnover which was
higher to that of Argentina and Uruguay during the same period.

The concentration indexes of those industries which have already been
processed with the data from 2004, as is the case of the press and TV, generally
remain stable, with the very high concentration levels which have been already
mentioned for the year 2000.

Nevertheless, we can also advance some information which is still being
processed, but which shows that the in the case of the press, the Concentration
Index in terms of audience/readers has diminished slightly in the case of
Argentina, Colombia, Uruguay and Venezuela; it has grown in Chile and Peru
and it remains stable in Brazil and Mexico.

It can also be anticipated that TV registered a slight decrease in the
Concentration Index for turnover, with the exception of Peru, where there was a
rise, although it is still too early to conclude on this point.

The information and communication industries in Latin America are still
particularly opaque when they have to publicly disclose information on their
economic performance. This is paradoxical if compared with the legitimate
demand on transparency which the media proclaim for other sectors and players
of Latin American societies.
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